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EDITORIAL DEPARTMENT NOTE 


Of vital importance to any company which sells its products through 
licensed distributors is the continued profitable operation of these 
distributors. Methods designed to assist the distributor to operate 
at profitable levels will result in a reduced turnover of distributors’ 
franchises with a resulting reduction in the cost of establishing new 
outlets, and will make easier the obtaining of outstanding distributors. 
Most distributors operate as relatively small units and cannot afford 
elaborate accounting records or experienced accounting personnel. 
An accounting system, designed for their specific needs, which is 
sound but simple enough for their use is one of the most effective 
means of assisting them in the maintenance of profitable operations. 
The distributor accounting procedure used by the York Ice Machinery 
Corp., which is described in this issue of the Bulletin is a good illus- 
tration of what the accounting department can do to assist the sales 
department in its job of distributing the company’s products. 

The author of this article, D. M. Magor, began his cost work with 
the York California Construction Co. in San Francisco, later being 
transferred to Los Angeles as Office and Credit Manager. In 1922 
he was elected Treasurer of the York Construction and Supply Co. 
of Seattle, a subsidiary of the York Products Corp., in which capacity 
he served until 1927 when the affiliated companies previously repre- 
senting the York Manufacturing Co. were merged with the factory 
units under the present name of the York Ice Machinery Corp. In 
1927 Mr. Magor was sent to Los Angeles as Branch Treasurer of the 
California Division and in 1931 transferred to the Home Office at 
York as Assistant to the Vice President in Charge of Finance. He 
was appointed Assistant Controller in 1935 and Controller in 1939. 
Mr. Magor has been active in N. A. C. A. work since 1933. Prior 
to the formation of the York Chapter he served as a member of the 
Board of the Harrisburg Chapter and last year was President of the 
York Chapter. 


Articles published in the Bulletin present many different viewpoints. 
In publishing them the Association is not sponsoring the views ex- 
pressed, but is endeavoring to provide for its members material which 
will be helpful and stimulating. Constructive comments are welcomed 
and will be published in the Forum Section of the Bulletin. 
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DISTRIBUTOR ACCOUNTING PROCEDURE FOR 
PLANNED PROFIT CONTROL 


By D. M. Magor, Controller, 
York Ice Machinery Corporation, York, Pa. 


Introduction 


po the purpose of assisting you to more clearly visualize the 

reasons that prompt the use of certain methods outlined in the 
following pages, we believe it appropriate to sketch the nature and 
structure of our Corporation’s operating divisions. 

We are engaged in the manufacture, sale, distribution and in- 
stallation of refrigerating and air conditioning machinery as well 
as a variety of allied products. For the most part this involves 
the manufacture and sale of comparatively heavy machinery, a 
portion of which is made to order and sold in connection with 
especially engineered installations for the cooling or air condition- 
ing of new or existing space. Self-contained, packaged units are 
employed in many of the smaller sizes which greatly simplify the 
problem of shipment and installation. 


Distributor Organization 


The greater portion of the sales of especially engineered jobs in 
the larger sizes are taken care of through a sales, installation and 
service organization consisting of 51 direct factory branches within 
the “United States. All sales activities are directed and controlled 
through nine main branches located at geographically advantageous 
points within the major trading areas into which the country is 
divided. All of the main branches and some of the larger sub- 
branches carry large stocks of equipment from which prompt 
delivery can be made. Additional sales outlets for the Corpora- 
tion’s products are provided in the form of franchised distributors 
(including foreign and domestic) which establishes representation 
in 210 minor trading areas. The distributor organization for the 
most part handles the line of smaller self-contained, packaged 
units designed particularly for commercial applications involving 
lesser tonnages. Distributor activity is directed and controlled 
through the main branches where trained executives and personnel 
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provide a convenient source of information and prompt assistance 
in either sales, engineering or financial problems. Assistance in 
accounting and financial management problems is an integral part 
of this general support to the distributor organization. 

Involving as it does a widespread organization so vital to the 
welfare of the Corporation, we are interested in profitable dis- 
tributor operations from several standpoints. Profitable operation 
serves to reduce the turnover in distributor franchises and to 
diminish the cost involved in establishing new distributor outlets. 
It reduces business failures arising from a lack of knowledge con- 
cerning vital controlling factors of their business. These benefits 
are all combined toward a better overall service to the users of 
York equipment and ultimately increases the sale of our products. 

The need for a distributor accounting plan through which we 
recommend improvements in control of business management was 
felt several years ago and our incentive to develop such a pro- 
gram was increased by numerous requests from our distributor 
organization for recommendations of this type. A full year was 
spent in research and design of forms and methods in the con- 
struction of the distributor accounting manual which bears the 
title assigned to this article. In general, the accounting plan was 
constructed for a small business faced with the problem of main- 
taining accurate costs on contract installations where a variety of 
equipment is furnished at an agreed price, the cost of which can- 
not always be determined precisely in advance. Such small busi- 
ness operations frequently cannot afford elaborate records nor 
employ expensive accounting talent, for which reasons the design 
of the plan was kept as simple as commensurate with adequate 
information and the basic need for accuracy. Theoretical con- 
siderations were subordinated to practical operating conditions 
found in the average small business structure. 


Distributor Accounting Manual 
A successful distributor operation depends largely upon five 
factors : 


a. Adequate territorial potential sales volume. 
b. A balanced operating organization. 
c. Adequate facilities and sufficient working capital. 
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d. Sound management decisions based upon full knowledge 
of current facts. 
e. A planned profit objective. 


Adequate records designed to supply prompt and properly re- 
lated facts form the purpose of the accounting procedures outlined 
in the manual. The manual itself is a fabrikoid bound volume 
of 132 pages of descriptive matter with numerous inter-leaved 
samples of forms to be used for a variety of purposes. Essen- 
tially it is a simple, logical description of a recommended account- 
ing system together with many simplified suggestions concerning 
proper accounting methods which, while elementary to the ad- 
vanced accountant, serve to make the installation and operation 
of the system quite simple for the average bookkeeper in a small 
establishment. It begins with detailed explanations of forms and 
books of original entry leading up to the profit and loss statement, 
balance sheet and manager’s control sheet. The manual contains 
simple descriptions of such forms as invoices, purchase orders, 
expense reports, daily time reports, sales order forms, petty cash 
vouchers, journal vouchers, labor distribution, sales journals, pur- 
chase journal, cash journal, general journal, general ledger, de- 
partmental operating statements, accounts receivable ledger sheets, 
customer’s statements, notes and accounts receivable records, em- 
ployees earnings records and many similar forms. 

A copy of the manual is on file at N. A. C. A. Headquarters 
where it may be inspected by any one interested in distributor 
accounting plans. 

For the purpose of this article and to confine descriptive matter 
within a reasonable length, we are illustrating two principal plans 
of control forming a part of the recommended accounting pro- 
cedure to indicate the nature of the manual’s contents. These 
relate to the control of contract installation costs and the use of 
the “Manager’s Control Sheet and Performance Record.” All 
figures and names used in these illustrations are purely hypothetical. 


Control of Contract Installation Costs 


Contracting to furnish and install machinery and equipment at 
an agreed sales price constitutes perhaps 70 per cent of the total 
sales volume, from which it is evident that efficient control of the 
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profit margin contained therein is a vital consideration to the wel- 
fare of the distributor. Such sales are sent in by the salesmen 
in the form of signed contracts accompanied by sales estimates 
indicating the prices employed to support the contract totals. When 
a contract is received the customary investigation of credit is made 
by the credit department, while the office engineer prepares a 
check estimate to verify the salesman’s selection of equipment as 
well as the quantities required to properly meet contract guarantees 
relating to temperature, humidity, and other important operating 
conditions. Along with the check estimate the office engineer 
also prepares an independent cost estimate employing the forms 
illustrated here as Exhibit A. 

This cost estimate segregates the various types of equipment 
and material upon which separate group costs are to be maintained. 
The costs are estimated under these various classifications for 
posting to accounting records. The notes in the lower right hand 
corner concerning standard prices and commissions paid to the 
salesmen are informative only and the latter is treated as a 
general expense item rather than a part of contract cost. Through 
the use of a cut-out carbon a second copy is made. This second 
copy, listing no sales or cost figures, serves as a bill of material 
through which to assemble the equipment for delivery to the site 
of installation. 


Records of Contract Costs 


The distributor’s accountant prepares and maintains a con- 
tract cost record sheet illustrated here as Exhibit B. Pertinent 
statistical information is shown in the space provided across the 
top of the form. The sales and estimated costs, segregated 
and grouped according to material classifications, are posted from 
Exhibit A beneath which appear vertical columns in which the 
actual costs are entered as incurred. Prompt posting of actual 
expenditures makes possible the control of contract costs as the 
installation progresses. The cost figures shown across the body 
of the sheet at the end of each month are employed to check the 
general ledger controlling account and also for comparison with 
the estimated costs at the top of the form. Actual cost in excess 
of the estimated figures can be investigated promptly to minimize 
losses. 


624 


January 15, 1940 N. A. C. A. Bulletin 


oem 
EXHIBIT A 
OFFICE ESTIMATE AND COST SUMMARY i 
soo to__Joan Doe — Contaact wo. !200 
25 Main St. Coldwater, Oho 
TYPE oF Refrigerati Saeswan Brown 
5/13/38 APPROVED 5/18 DATE wanTto 6/30 Date COMPLETED w&STimator 
- 
wet | mame | commerce [ 
“5 1 York 25-W Condensing Unt | HP. od 231-00 
70 1 | T 16 D 70 Cail 
30 2] T D 40 Col 16 53 1@ 33 
| 60 i T_16 D 35” Col _14 67 
30 Support for Coils 24 00 14 00 = 
TOTAL YORK MATERIAL 530 6 334 66 i 
OTHER MATERIAL | 4 
40 Freon 12 12 80 4 00 i 
“Stand for Unit | q 
| Water Drain Lines 16 00) 10 00 
T 
TOTAL OTHER MATERIAL 212 O1 
SUB.CONTRACTS | 
Electric Wiring (quotation) 00 
TOTAL SUB-CONTRACTS 48 00 30, 00 H 
T 
TOTAL MATERIAL 791 47 494 67 | i 
FREIGHT ano ORAYAGE 15, 47) 9 67 | | 
ERECTION 147 68 $5 
4 > TOTAL MATERIAL and LABOR] 948) 392 89 
SERVICE GUARANTEE 33} 73} 33, 75 
FINANCE CHARGE 9431) 
| | 
TOTAL 
1076 68| 720.95 
Fo ___Customer Sidewoth Down _ 
ROUTING Truck 196.47 Balance 
Current cHaracteristics__208V — ph — 609 24 Monthly 1076.68 
Notes—6% Commussion 117.88 
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EXHIBIT B 
CONTRACT COST RECORD 
~ re 
Type oF Resteurent_ Notes — 6% 5/18 
Box ond Case Retrgeranon Toran ening 1076.68 
=. 
SALES PRICE 1S 510 66 $212 s £1.20 Sitios $1406 
COST 111.66 133.01 Te ~ 30.00 |g 967 8255 [9720.95 
care | OESCRIPTION ano SOURCE oF CHARGE enecrion cosr 
mance CHARGE VO. No. oe 
senvice VO. Mo. 33 75 
6 Condenung Unit from Stock $-308 
i 6/14] Copper Tubing Stock $318 
6/16) Freon Man Fittings Stock $-325 nue 
0/20) Funnge—Coldwotr Hdwe Co Ps-10 $7 
Pipe—Denn Lines—Stackh $329 
6/21 | Cotdwore Pibg. Supply C. Pig's PJ-10 2s 
jo? Isolation Cork—Stock $-329 
6/24) Coldwerer Lumber Co 2” 
6/30] York—Covls and Stands Ps-10 100 66 
630) Feeght on Coils 
6/20) 
16/30] Dreyage 40 
6/90) Labor for June 90 37 
? Freon 12 — Stock 
| Deayege “2 0 
7/12] Bross from Stock 
7/14) Cast leon Water $-352 
7/18) Cotdwarer Elecerie Co. 30 00 
7/20) Coldwater Pibg Supply Co. 372 
2/25 | Pipe and Fittings Returned 28 
7/90) Leber for July IV-63-P.37 


At the end of each month all completed contracts are sum- 
marized as illustrated in Exhibit C. If the percentage of gross 
profit to sales, 29.8 per cent, shown in the lower right hand 
corner, is below the objective established by the distributor, the 
contracts causing the shortage can be located at once by reference 
to the individual contracts closed out in the body of the form. 
Further reference to Exhibit B for that particular installation 
permits tracing the loss to the type of material involved. An 
especially important element in the cost of contracts is the item 
of installation labor which is perhaps the most difficult to control. 
Obviously, elements of risk are inherent in such costs arising 
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through special conditions encountered at the site of installation 
that may require a greater erection time than foreseen at the time 
of sale. Further provision is made for the overall control of 
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EXHIBIT C 
SUMMARY OF COMPLETED CONTRACTS 


PERIOO____January 3 

= CONTRACT NAME | | 

1024.64 — 355.231 754.34! 29.9 
Strand Theatre 3100-08 24.00} 2054.14 8433.6 


104 
470.00) 1110.15) 389 84 26.0 


1204, City Ice Company — 1506.0: 103 
1205| Elite Restaurant 409.00 489.00 314.00) 464.26| 334.74 41.6 
1206| Main Street Drug Co. 244.00 157.49 134.34 33.2 
1210\_ Vanity Beauty Shoppe 250.00 _ 463.00 287.00 212.84, 28.9 
1211\ First National Bank 2800.00 _193}.00 $61.00 645.7 23.0 


11628.17| 7880.95| 3739,22 0.43 


Cowvnact | De Cost or 
Sars 
acer No 240 acct No 5356 
JOURNAL VOUCHER No _ —— 
co com m | 


ae 
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installation labor through auxiliary records especially designed for 
this problem and fully described in the manual. 

Emphasis is placed upon the vital importance of accurate con- 
tract costs for all distributor operations which, because of the 
percentage of sales volume involved, cannot be safely left to a 
loose method of control. A somewhat similar contract cost pro- 
cedure has been employed for a number of years in our own 
direct branches giving the general principle a valuable test of 
time-tried procedure. 


Manager's Control Sheet and Performance Record 


Although the department profit and loss statements and the 
balance sheet as described in the manual are vitally important 
parts of the accounting procedure, especial emphasis has been 
placed upon the “Manager’s Control Sheet and Performance 
Record” as the medium through which to establish a net profit 
objective accompanied by a monthly comparison of results achieved. 
In this form is centered the planned profit control around which 
the entire distributor accounting procedure was designed. It 
implies the use of sales quotas, definite gross profit objectives 
and expense budgets, all in whatever degree of refinement and 
accuracy we can influence our distributors to employ. Although 
we have had flexible budgetary control of expense in our own 
direct sales branches for a number of years, we have purposely 
refrained from including such an outline in the distributor account- 
ing procedure to avoid confusion and lengthy explanations of de- 
tails that would detract attention from the initial goal of encourag- 
ing the adoption of better accounting practices. It was the inten- 
tion to first illustrate the advantages of improved accounting 
methods following at some later date with a recommendation 
covering detailed budgetary control of expense. 

We focused attention upon the manager’s control sheet, since 
it appeals to the distributor manager as a tool which he can use 
to improve operating performance. Its utility can best be outlined 
by the application of an example based upon certain assumed 
conditions. These conditions have been set forth in Exhibit D. 
They are entirely hypothetical for the purpose of illustrating the 
use of the forms. They do not represent what either we or any 
of our distributors might desire in the way of planned objectives. 
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EXHIBIT D 


EXAMPLE USED ON CONTROL SHEET 
ASSUMPTIONS 


$75,000. to $100,000. 
33-3% to Sales 
$18,000. 

Borrowed Money .............. 1,000. 

DesiRED PRoFItT 

15% on $18,000. .............. $ 2,700. 
60. 

Surplus for expansion .......... 1,000. 

To increase Reserves ........... 750. 


$ 4,510. = $376. per Month 
{ Equals 4.5% on $100,000. Sales } 
6.0% on $ 75,000. “ 


EstiMATED IxeD EXPENSE 


Leasehold Expense ............. $ 10. 
Maintenance and Repairs ....... 10. 
cas 100. 
Depreciation—Machy. ..... 10. 
—Autos ...... 15. 
—Tlurn. ....... 10. 35- 
Heat, Light and Power.......... 45. 
Taxes, Licenses 25. 
225. 
Salary 250. 
5,700. = $475. per Month 
4,510. 376. “ 
10,210. 851. “ 
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Our sales division has developed potential volume figures for 
each territory, enabling either a new or an existing distributor to 
compare his performance against a standard for his territory. In 
this example a territory has been selected having an annual sales 
potential of $75,000 to $100,000. 

As we proceed with the descriptions of this outline it will become 
evident that the information developed can not only be used by 
an existing distributor, but is also suitable for the study and 
anlaysis of any territory in which our own supervisors might wish 
to interest a prospective distributor. In fact, it has been used for 
that purpose upon numerous occasions and the method of approach 
has proved quite effective because of the logical conclusions set 
forth in the manager’s control sheet. It has also been found that 
a prospective distributor employing an investigation of this nature 
gains the confidence of his bankers or others whom he might wish 
to interest from an investment standpoint. 


Setting Up the Manager's Control Sheet 


In Exhibit D the distributor establishes his average desired 
gross profit to sales as 33.3 per cent of the sales dollar. This would 
ordinarily represent an average of all lines of products sold, 
namely, York manufactured equipment combined with all other 
lines handled. In this example the distributor has $18,000 of 
invested and $1,000 of borrowed money. 

The assumptions as to a desired profit may be constructed in 
the manner shown, with a temporary nod of recognition for an 
excessive interest rate on borrowed money: The desired profit 
might also be simply stated in terms of percentage to the net sales 
if the distributor so desires. The amount involved depends con- 
siderably upon the capital structure of the business and the ratio 
of net worth to sales as well as gross profit expectancy. 

The operating statements are designed to segregate fixed from 
variable expenses. Some expenses under the fixed classification 
in the assumption might be variable in an individual business. 
The example assumes a single proprietorship type of organization 
where the owner also acts as manager. For such service he pays 
himself a salary each month. The example, as stated, shows a 
desired proof and fixed expense total of $10,210 per year or $851 
per month in even figures. 
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In describing the application of the example to Exhibit E, we 


The manager’s control sheet is illustrated in Exhibit E. 


same form is continued on the back of the sheet to cover the 


second half of the year. 
first wish to explain the objective column to the left of the heavy 
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vertical line, leaving until later the actual performance record 
to the right of that division line. 


Setting Up the Objectives 


In lines 1 to 5 inclusive, we insert the assumed monthly figures 
taken from Exhibit D, showing a total fixed expense and desired 
profit of $851 per month. In stating the objective on lines 6, 7, 
and 8, we change from dollars per month to ratios to the sales 
dollar, and to avoid large decimals we deal in dollars per thousand 
of sales. This is accomplished simply by shifting the decimal 
point one place to the right. In other words, $333 per thousand 
of sales is equivalent to 33.3 per cent shown as an assumed gross 
profit on Exhibit D. 

Although no detail of the variable expenses is shown in this 
presentation, the total is placed at $235 per thousand or 23.5 per 
cent to the sales dollar. As mentioned previously, this expense is 
presumed for the sake of the example to be 100 per cent variable, 
meaning that it fluctuates directly in proportion to the volume 
changes. Deducting that expense ratio from the gross profit 
assumption leaves a variable operating profit of $98 per thousand, 
or 9.8 per cent to the sales dollar as shown on line 8. This, then, 
becomes the free, unencumbered proof with which to pay for fixed 
expense and the desired profit objective. 

Lines 9, 10, and 11 are identical with 6, 7, and 8, except that 
they provide a convenient means for compiling cumulative figures 
m the actual performance section of the form as the year pro- 
gresses. Further reference will be made to this feature in subse- 
quent paragraphs. 

Dividing $851 per month on line 5 by the 9.8 per cent on line 8, 
provides an average sales volume of $8,684 per month, as shown 
on line 12. Multiplying that figure by 12 we insert $104,208 
immediately beneath as the annual amount of sales volume required 
to yield the net profit desired. Similarly, by dividing $475 per 
month on line 3 by 9.8 per cent we obtain $4,847 per month, or 
$58,164 per year representing the break-even point as shown on 
line 13. Therefore, under the conditions as stated in the example, 
the distributor determines in advance the volume, profit margin 
and expense ratios needed to provide the net profit desired and 
promptly determines the break-even point to be $58,164 per year 
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and the desired volume $104,208 per year, with a profit area lying 
between those two figures. He knows, further, that below $58,164 
per year, losses will begin. These calculations hold good, of 
course, only with the understanding that the ratios of profit and 
expense are maintained at the assumed figures. 

The sales quota for the ensuing year is inserted on line 15, 
principally to serve as a comparison with actual sales secured 
throughout the year in the actual performance section of the re- 
port. Depending upon general conditions and the effectiveness 
of the distributor within his own territory, the sales quota estab- 
lished for a given year may be radically different from the total 
annual volume entered on line 12, representing the desired sales. 
In severe depression years the sales quota figure might easily run 
less than the $58,164 shown on line 13 as required to break even. 
The quota figure is, in other words, the manager’s forecast of the 
probable volume available within the next twelve months. 

To permit distributing the desired profit across the page to the 
right in even dollar amounts, the desired profit is shown as $4,512 
and inserted on line 17. 

Inasmuch as the control sheet is concerned principally with the 
efficient management of controllable operating factors, it includes 
net operating profits before income debits and credits, which have 
been omitted since they are entered on the regular departmental 
profit and loss statement provided in the manual. The net work- 
ing capital and net worth on lines 18 and 19 are shown for 
memorandum purposes. 


The Problem of Variations in Monthly Sales 


Considering next the actual performance section of the control 
sheet to the right of the heavy, vertical, dividing line, we find pro- 
vision for the first six months actual figures on Exhibit E. The 
assumed actual figures for January, February and March have 
been filled in. 

One of the principal problems encountered in accounting for a 
contracting type of business hinges around the fact that the sales 
volume fluctuates violently between months. For this reason cumu- 
lative figures are found to be increasingly reliable as the year 
progresses. Again, in a seasonable business where sales volume is 
influenced by temperature and humidity fluctuations, it is neces- 
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sary to give recognition to the curves developed for different sea- 
sons of the year. Our sales-division has developed standard per- 
centages of the annual volume that may be expected to fall within 
the various months of the year for each temperature and humidity 
zone, which have been applied to the various distributors’ terri- 
tories into which the country is divided. For the purpose of this 
example the sales quota shown on line 15 has been spread across 
the months to the right of the heavy vertical line on the basis of 
such percentages found in a selected territory. The annual quota 
of $105,000 is assigned to the months on the basis of 7.11 per cent 
for January, 9.39 per cent for February, 11.10 per cent for March, 
the, aggregate of such monthly percentages adding up to 100 per 
cent for the year. Similarly, lines 4, 12, and 13, are distributed 
across their respective lines to afford proper recognition of expected 
seasonal fluctuations. 


Information Provided by Monthly and Cumulative Figures 


In this example it has been assumed that actual sales fluctuated 
materially from the expected sales quota. Reference to line 14 
shows an assumed actual sales of $6,000 for January, $12,000 in 
February, and $9,000 in March. The individual months do not 
agree so well with line 15, but at the end of three months the 
cumulative figure is not far from the quota total. 

For the sake of clarity let us follow through the month of 
January. The actual fixed expense and the owner’s salary is 
entered on lines 1 and 2 respectively. From the $6,000 actual sales 
on line 14, the distributor realized $2,070 actual gross profit, entered 
on line 6. The variable expense for January was assumed to be 
$2,052 and entered on line 7. This is considerably above the 
average expectancy and probably includes some non-recurring 
expense which the distributor did not take the trouble to dis- 
tribute evenly over the months of the year. The resulting variable 
operating profit is shown on line 8 as $18. This amount deducted 
from the total of line 3 leaves a loss for the month of $442 which 
is entered on line 16 where it forms a ready comparison with the 
desired net profit on line 17. 

The cumulative effect of the form can be better appreciated by 
reference to the figures at the end of March. On line 14 the 
cumulative volume is shown as $27,000, compared with the sales 
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quota of $28,980 for the first three months. From the actual 
volume of $27,000 a gross profit of $8,730 was accumulated on 
line g from which was deducted an assumed variable expense of 
$6,132. leaving $2,598 variable operating profit for the first three 
months. From this figure is deducted the total fixed expense on 
line 3, amounting to $1,425 at the end of March, leaving a net 
profit of $1,173 on line 16. This net profit actually earned is 
somewhat less than the objective figure of $1,246 on line 17. 

Tracing back, we find that the variable operating profit on line 
11 is slightly under the desired objective, but that the variable 
operating expense on line 10 is better than the standard adopted. 
The loss is found in the failure to obtain the desired ratio of gross 
profit on line 9 whether the actual was $323.33 per thousand com- 
pared with a desired spread of $333 per thousand. 

Having determined the failure to meet the goal as attributable 
to the gross profit element, the distributor now refers back to 
Exhibit C, locating the individual contracts that yielded a low 
margin and traces the cost through Exhibit B to the commodity 
group classifications causing the losses. 


General Comments 


Beyond the advantages gained by the individual distributor 
through the adoption of improved accounting records, we have in 
mind further valuable information that will be available to those 
adopting the plan through consolidation of comparative figures 
submitted to the Home Office which can be developed into per- 


“formance averages against which each distributor may measure 


his own record. This will become particularly valuable when suf- 
ficient history is available to compare gross profit performance 
and variable operating expense ratios. 

Since publishing the distributors’ accounting manual we have 
had a very encouraging acceptance of the accounting plan which 
it outlines and recommends. Its adoption by our distributor organi- 
zation is entirely a matter of voluntary acceptance. Many of our 
distributors felt the need for some improved method of accurate 
accounting records and it was partially in response to their request 
for assistance that we undertook the preparation of the manual. 

Like many other concerns, we feel that any plan promoting a 
more thorough knowledge of costs and operating facts will serve 
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to improve business generally, minimize unwise competitive prac- 
tices, and eventually diminish distributor losses and failures. Any 
effort in that direction by competitive concerns or in allied busi- 
ness firms reflects indirectly to our own benefit. For that reason 
the plan developed in the “Distributor Accounting Procedure for 
Planned Profit Control” is available to any one who may be in- 
terested in a similar effort to assist toward improved distributor 
accounting. 
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